Taxation of Nonresident Alien Individuals

The taxation of nonresident alien individuals in the United States is different from that of resident aliens
and U.S. citizens. Nonresident aliens are generally subject to U.S. income tax only on income that is
considered to be "effectively connected" with a U.S. trade or business, as well as certain U.S. source
income.

Here are some key points regarding the taxation of nonresident alien individuals:

Effectively Connected Income (ECI): Nonresident aliens are taxed on income that is effectively connected
with a U.S. trade or business. This includes wages, salaries, and other compensation for personal services
performed in the U.S.

Fixed, Determinable, Annual, or Periodic (FDAP) Income: Nonresident aliens are also subject to a flat
withholding tax rate on certain types of income known as FDAP income. This includes interest, dividends,
rents, and royalties. The withholding rate is generally 30%, but it may be reduced or eliminated under an
applicable tax treaty.

Tax Treaties: The U.S. has tax treaties with many countries to avoid double taxation. These treaties often
provide for reduced withholding rates on certain types of income.

Standard Deduction: Nonresident aliens do not qualify for the standard deduction. However, they may
be eligible to claim itemized deductions if they have allowable expenses.

Filing Status: Nonresident aliens usually file Form 1040-NR or 1040-NR-EZ. They do not use the regular
Form 1040 used by U.S. citizens and resident aliens.

Social Security and Medicare Taxes: In most cases, nonresident aliens are not subject to U.S. Social
Security and Medicare taxes (FICA taxes) on their U.S. source income.

It's important for nonresident aliens to carefully review their tax obligations and seek professional advice
if needed, especially considering the complexities involved. Additionally, tax laws and regulations may
change, so it's advisable to consult the latest IRS guidance or a tax professional for the most up-to-date
information.



